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SOCIAL INSURANCE 

PROPOSALS FOR EARNINGS-RELATED SHORT-TERM AND 
INVALIDITY BENEFITS 

Introduction 

1. In the White Paper National Superannuation and Social Insurance”* 
the Government announced that the present national insurance scheme wiU be 
replaced by a new scheiue of national superannuation and social insurance 
under which employees will pay wholly earnings-related contributions and earn 
benefits based upon them. There will be two separate funds— one for national 
superannuation and one for social insurance. 

2. That White Paper dealt with national superannuation and other long-term 
benefits and explained the new system of earnings-related contributions. 
Stamped cards and flat-rate contributions will be abolished for all employees 
covered by P.A.Y.E. and the new contributions will be collected through the 
P.A.Y.E. system. This further White Paper sets out the Government’s proposals 
for social insurance benefits. It explains how the earnings-related benefits for 
the first six months of sickness, unemployment and widowhood, already intro- 
duced in 1966, will fit into the new scheme. It also describes the consequential 
changes in other benefits and gives more detail on what is proposed for the 
long-term sick and disabled. 

3. Since the publication of “ National Superannuation and Social Insurance ” 
last January the Government have held consultations with both sides of industry 
and other interested organisations. These consultations are continuing and 
extend to the proposals in this White Paper. The new scheme has been widely 
discussed in the Press and those who have sent in their comments include not 
only representatives of particular groups but individual citizens. Everyone has a 
direct personal interest in the future of social security and the Government have 
welcomed the fact that so many people have expressed their views. Legislation 
is planned for the 1969-70 Session of Parliament. The target date for starting the 
scheme is April 1972. 

4. Part I of this White Paper explains the objectives of the proposed social 
insurance benefits. Part II describes the benefits. Part III deals with the financial 
implications. 

•Cmnd. 3883. 
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PART I 



OBJECTIVES 

5. In 1968 there were over 11 million claims for sickness or injury benefit 
and over 3 million claims for unemployment benefit. On average, over a third 
of the working population makes at least one claim for one or other benefit each 
year. People with good health and a steady job may seldom need to claim. For 
those whose employers provide generous sick pay, State benefits are less impor- 
tant. But for many millions of others, sickness and unemployment benefits are 
still the main source of income when they are unable to work. 

6. These benefits must be high enough for the risks of sickness and unemploy- 
ment to be faced without anxiety and the realities met without hardship. Most 
people have financial commitments which they cannot quickly abandon when 
faced with a sudden and drastic drop in income. The scale of commitments 
which people undertake — for rent or mortgage, for hire purchase or private 
insurance — depends upon what they earn. Even the higher paid can be in 
financial difficulty if they cannot work but a family man with low earnings needs 
virtually his whole wage packet for daily living. Thus his social insurance 
benefit needs to be a high proportion of his weekly earnings and to take special 
account of the size of his family. Need cannot be met by flat-rate benefits alone. 
Thus in 1966, the Government added to the old flat-rate benefits new earnings- 
related supplements for the first six months of sickness, unemployment and 
widowhood. 

7. On the other hand, benefits must not be so high that people have no 
incentive to return to work when they are sick or unemployed. Nor must 
people who are at work and paying their contributions feel that they would be 
no worse off if they did not work at all. In recent years there have been criti- 
cisms that the present benefit rates are too high a proportion of earnings. Part 
of this problem is due to low pay — in some areas and in some occupations. But 
part was due to the failure to increase family allowances as prices and earnings 
rose. While the allowances paid for children as part of sickness and unemploy- 
ment benefit were regularly raised, family allowances were not. This meant that, 
with these extra allowances for his children, a low earner could receive more 
when he was sick or unemployed than when he was earning. This was one of 
the reasons why the Government increased family allowances. The higher the 
allowances for children which are paid whether the father is working or not, 
the lower the allowances for children need to be which are paid as part of sick- 
ness and unemployment benefit. 

8. Under the proposals already published, people in employment will pay a 
wholly earnings-related social insurance contribution through the P.A.Y.E. 
system. The stamped contribution card, a familiar symbol of social security 
for more than half a century, will cease to exist in the day-to-day dealings of 
employers, workers, employment exchanges and social security offices. Many of 
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the present conditions and arrangements for short-term social insurance bene- 
fits are based upon this record of contributions. So some changes must be 
introduced for this reason alone. But the Government have had to consider 
whether to go beyond this and substitute for the present short-term benefits, 
consisting of a flat-rate part and an earnings-related supplement, a fully earnings- 
related system as envisaged in paragraph 87 of “ National Superannuation and 
Social Insurance 

9. Consultations on the proposals in that White Paper have shown that there 
are strong arguments for keeping the present structure of short-term benefits 
for the time being. The general public and employers are only just getting used 
to them and they are working well. At a time when the new national superannua- 
tion scheme is being introduced, a radical change in the structure of short-term 
benefits should be avoided unless there is a need for substantial further improve- 
ment in the level of these benefits. This is not so. 

10. One possibility which the Government have carefully investigated is the 
transfer of responsibility for payments for the early weeks of sickness from the 
social insurance scheme to employers. The case for this transfer is that it would 
avoid the considerable waste which can occur where employers’ sick pay schemes 
and sickness benefit overlap. Often the result of all the administrative work 
undertaken by the Department in awarding sickness benefit, and by employers 
in awarding sick pay, is to provide the worker with his normal pay or something 
close to it. Indeed if his pay is fully made up by his employer, he may receive 
more when sick than at work, because sickness benefit is not taxed. After discus- 
sions with both sides of industry, the Government found that, because of 
cost and other serious practical difficulties, a transfer could not be arranged in 
time for the start of the new scheme. However, the number of workers covered 
by voluntary sick pay schemes is likely to grow, and the Government will later 
on explore further the possibility of introducing a statutory scheme which would 
provide a mimmum of sick pay for all employees. This is a further reason why 
this is not the time to make radical changes in the present structure of short- 
term benefits. 

11. The Government have decided, therefore, that for the time being the 
present main structure of short-term benefits will continue but changes will have 
to be made to fit in with the new system of contributions. Details are given in 
Part II. 

12. At present, providing 156 contributions have been paid, flat-rate sickness 
benefit can be drawn indefinitely. Under the new scheme short-term sickness 
benefit will be paid for up to 28 weeks. After this, the new long-term sickness 
benefit described in paragraphs 88 and 89 of “ National Superannuation and 
Social Insurance ” will take its place. This new benefit, to be known as “ invali- 
dity pension ”, will be calculated in the same way as the new earnings-related 
retirement pension. In practice, most of those who will receive the new benefit 
will be in their fifties and sixties. The latest available figures (Table I) show that, 
of 396,000 people who had been sick for more than 26 weeks on 3rd June 1967, 
291,000 (73 per cent) were over fifty. For those who will never be well enough to 
return to work, the new invalidity pension will be paid until it is replaced by 
retirement pension. 
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TABLE 1 

Duration of sickness benefit 
Persons sick on 3rd June 1967 



Thousands* 





Men 


Women 


All 

dura- 

tions 


1 

Up to 
26 

weeks 


Over 
26 & 
up to 
52 

weeks 


Over 

52 

weeks 


All 

dura- 

tions 


Up to 
26 

, weeks 

i 


Over 
26 & 
up to 
52 

weeks 


Over 

52 

weeks 


All ages 


738 


438 


59 


241 


228 


132 


14 


82 


Up to 19 


24 


23 


1 


1 


29 


27 


1 





2b to 29 


71 


64 


3 


5 


48 


42 


2 


4 


30 to 39 


91 


74 


5 


12 


24 


15 


1 


8 


40 to 49 


129 


89 


9 


32 


41 


19 


3 


19 


50 to 59 


214 


111 


20 


83 


81 


26 


6 


49 


60 to 64 


193 


70 


21 


103 


4 


2 


— 


1 


65 to 69 


15 


7 


1 


7 


— 


— 


— 


1 



♦Because of rounding, sub-totals do not necessarily agree with totals. 



13. The Government have been particularly concerned to improve the benefits 
paid to disabled people. The new invalidity pension and the new attendance 
allowance* have been specially designed to concentrate improvements in benefits 
on disabled people who have the severest hardship, on people of working age 
with an injury or illness which keeps tliem olf work for a long period and on 
people who can never work again. 

14. The proposals in this White Paper, and those already announced for 
national superannuation, complete the Government’s plans for a major recon- 
struction of the present national insurance scheme which they promised when 
they came to power. Much remains to be done to bring these plans into opera- 
tion and inevitably many years must elapse before the scheme can come fully 
into effect. But the Government are satisfied that the road they have chosen is 
the right one for the people of this country. The next step is legislation — in the 
next session of Parliament. 



*Cmnd. 3883, paragraphs 90-91. 
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PART n 



BENEFITS 

15. In “ National Superannuation and Social Insurance ” all details of social 
insurance benefits were illustrated in terms of earnings and benefits as at April 

1968. But those figures were only illustrations. At the core of all the Govern- 
ment’s proposals is the recognition that both benefits and the earnings ‘ ceiling ’ 
up to which contributions are paid, must be reviewed regularly every two years. 
The April 1968 figure of national average earnings was £22 5s. a week but it is 
provisionally estimated that in April 1969 the figure had risen to £24.f This 
new level of earnings is used for illustrative purposes in this White Paper. The 
pensions that would be paid on this new earnings level if the new scheme were 
fully mature are shown in the Appendix (Table 5). 

16. The Government have already announced increases in pensions and 
benefits which will come into effect in November this year. The main rates 
for a single person will be increased from £4 10s. to £5 and, for a married 
couple, from £7 6s. to £8 2s. To avoid confusion, these new rates are quoted 
throughout this White Paper. The Government have also annotmced the higher 
contributions which will have to be paid to earn the new pensions and benefits. 
The increases in contributions were deliberately designed to ease the transition 
between the old scheme and the new. Table 4 in the Appendix compares the 
contributions which would be payable in the new scheme, on the basis of April 
1969 earnings, with those payable under the present scheme as from November 

1969. 

Unemployment and sickness benefits 
(i) Amount of benefit 

17. Unemployment and sickness benefits will, as now, consist of two parts. 
The first part will be, as at present, flat-rate — a personal benefit of £5, with 
the standard allowances for dependants. People wi& average weekly earnings in 
a specified income tax year of £8 6s. 8d.* (at April 1969 levels) or more will earn 
this full flat-rate benefit. Reduced rates of flat-rate benefit will be earned by those 
with average earnings of at least half this amount. Married women will receive 
the same personal rate of benefit as other contributors. 

18. The amount of the flat-rate benefit will be reviewed every two years, as 
explained in paragraph 101 of “ National Superannuation and Social Insurance ”, 
and the level of earnings needed to qualify for flat-rate benefit will go up in 
proportion to the increases in benefit. 

tHere, as in Cmnd. 3883, “national average earnings” is used, for convenience, to mean 
the average earnings of adult male manual workers in manufacturing industries and certain 
non-manufacturing industries and services, as obtained from the Department of Employment 
and Productivity’s half yearly enquiries into earnings. 

*This is the level of earnings which, under the proposals for national superannuation, 
produces a pension of £5. 
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19. The second part of benefit will be based on the claimant’s average weekly 
earnings (calculated as one-fiftieth of the earnings on which contributions have 
been paid in a tax year). It will consist of one-third of weekly earnings between 
£8 6s. 8d. and the earnings ceiling (one and a half times national average earnings 
— £36 at April 1969 levels). 

(ii) Entitlement to benefit 

20. Most people who are treated as employed persons for national insurance 
purposes also come within the P.A.Y.E. system and vice versa. In general, 
therefore, earnings which are covered by the P.A.Y.E. system will count for 
sickness and unemployment benefit (as contributions will have been paid out 
of them). Earnings in each income tax year will give the right to benefit in any 
period of sickness or unemployment starting in the next “ benefit year When 
flat-rate sickness or unemployment benefit is calculated, allowance will be made 
for any period of sickness or unemployment during the tax year from which the 
calculation of earnings is made. 

(iii) Duration of benefit 

21. An employed person will be able to receive a maximum of:— 

(а) 168 days (28 weeks) of flat-rate sickness benefit; 

(б) 312 days (52 weeks) of flat-rate unemployment benefit; 

(c) 156 days (26 weeks) of eamings-related supplement payable with either 
benefit (or maternity allowance or industrial injury benefit). 

It will be seen that the maximum period for which unemployment benefit can 
be drawn will be the same as under the present scheme. A person who has 
used up his or her entitlement to unemployment benefit will be able to requalify 
by further earnings as an employed person. Under the new scheme, however, 
sickness benefit will be limited to twenty-eight weeks, as the new invalidity 
pension will replace it when sickness lasts longer than this. 

22. Under the present scheme spells of sickness and unemployment which 
are not separated by more than 13 weeks are linked together to form one 
‘ period of interruption of employment ’. This rule is used in deciding whether 
there are waiting days before benefit is payable and in calculating the maximum 
period for which benefit can be drawn. This rule will continue unchanged. 
So also will the rules about waiting days.* 

(iv) The self-employed 

23. As explained in Cmnd. 3883, the self-employed will continue to pay flat- 
rate contributions. They will be able to qualify for flat-rate sickness benefit 
under much the same arrangements as at present. For this purpose each contri- 
bution as a self-employed person will be counted as one week of earnings at 
£8 6s. 8d. If sickness continues after the twenty-eighth week the self-employed 
will be entitled to invalidity pension as set out in paragraph 25. 

•There are three waiting days for flat-rate benefit. No payment is made for these days 
unless there are at least 12 days of sickness or unemployment within the 13 weeks beginning 
with the first waiting day. There are 12 waiting days at the start of each period of interruption 
of employment before earnings-related supplement becomes payable. 
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(v) New Entrants 

24. Under a social insurance scheme, the right to benefit is earned by contri- 
butions paid during an earlier period. This creates difficulties for people (e.g., 
school-leavers) when they first join the scheme. There are therefore special rules 
under the present scheme to allow them to qualify for flat-rate sickness and 
unemployment benefit without having paid the full amount of contributions 
which would nonnally be required. Similar arrangements will be made under 
the new scheme. There will also be special arrangements, as now, to enable 
widows who do not qualify for a widow’s pension (or qualify for a pension 
below the standard fiat-rate benefit) to draw fiat-rate sickness and unemploy- 
ment benefit. 

Invalidity Pension 

25. Anyone who is still sick after drawing sickness benefit for twenty-eight 
weeks will be able to receive an invahdity pension. This will be calculated in 
the same way as the new earnings-related retirement pension with the exception 
that credits will be given for the years remaining up to pension age. Normally 
a credit of one-half of national average earnings will be given. For this purpose, 
self-employed contributions will also count as if they have been paid on half 
national average earnings. 

26. The rate of pension will consist of 60 per cent of earnings up to half 
national average earnings and 25 per cent of any further earnings up to the 
maximum (one-and-a-half times the national average). How this will work in 
the case of men becoming sick at different ages is shown in the following table. 
The examples show what will happen when the scheme is fully mature. (There 
will be a gradual build-up to these rates during the first twenty years of the 
scheme as described in paragraph 61 of Cmnd. 3883.) The table assumes average 
pre-sickness earnings (£24 a week at April 1969 levels). 



TABLE 2 



Age of 
falling 
sick 


Earnings 


Credits 


Life 

average 

earnings 


Single 

benefit 

rate 


59 


40 years at £24 


6 years at £12 


£22 9s. 


£9 16s. 


49 


30 years at £24 


16 years at £12 


£19 17s. 


£9 3s. 


39 


20 years at £24 


26 years at £12 


£17 4s, 


£8 10s. 


29 


10 years at £24 


36 years at £12 


£14 12s. 


£7 17s. 


20 ! 


i year at £24 


45 years at £12 


£12 5s. 


£7 5s. 



27. Flat-rate increases will be paid for a dependent wife and children as in 
the case of short-term benefits, but there will be a different test of dependency 
for the wife who works. Under the present scheme a man who is sick cannot 
get an allow'ance for his wife (or other adult dependant) if her net earnings are 
higher than the standard amount of the allowance — £3 2s. a week. This rule 
will continue to apply to sickness and unemployment benefit. For the wives 
of invalidity pensioners, however, the test of dependency will be the more 
generous earnings rule which applies to retirement pensioners. (This rule will 
allow them to earn up to £7 10s. a week net without any reduction of benefit 

11 



Printed image digitised by the University of Southampton Library Digitisation Unit 




and with a ‘ tapering ’ reduction for any earnings above that level.) This will be 
of great help to families where the man has been sick for a long time and the wife 
is working. The new rule will also apply where the wife of a retirement pen- 
sioner is under 60 and is working. Although it is a much more complicated 
rule to work it can be applied to these two groups because the number of 
claimants is relatively small and the claims generally last a long time. 



Attendance Allowance for the very severely disabled 

28. In the earlier White Paper, the Government announced the introduction 
of a new social insurance benefit — attendance allowance. This is to help those 
who have for some time been so severely handicapped that they need a great 
deal of help from other people. The allowance will be flat-rate. Those who are 
already very severely disabled when the allowance is introduced will be able to 
receive it. The allowance will be paid in addition to invalidity pension, retire- 
ment pension or widow’s benefit. There will also be a corresponding allowance 
under the supplementary benefits scheme to help people, such as those disabled 
from birth, who have been unable to earn and thus pay contributions and have 
little or no resources of their own. But a wife who has not herself been paying 
contributions will be able to receive attendance allowance as a social insurance 
benefit earned by her husband’s contributions. Further details of this new 
benefit will be announced later. 



Maternity Benefit 

29. As at present, maternity allowance will be paid for eighteen weeks (the 
expected week of confinement and the eleven previous and six subsequent weeks). 
The earnings conditions and rates of benefit will be the same as for sickness 
benefit (see paragraphs 17-19 above). There will continue to be a lump sum 
maternity grant. 



Widow’s Allowance 

30. Widow’s allowance, like sickness benefit, will continue to consist of two 
parts. There will be a flat-rate benefit, but as now at a higher level, and an 
earnings-related supplement based on the husband’s earnings. 



Guardian’s Allowance 

31. At present, guardian’s allowance, at a flat-rate of £2 9s. a week, is paid 
to people caring for children who are without parents. The benefit will be 
retained in much the same form as now. But in future it will be financed, like 
fanrily allowances, direct from the Exchequer instead of from the National 
Insurance Fund. 

Child’s Special Allowance 

32. Child’s special allowance is paid for a divorced woman’s children after 
the death of their father if he was maintaining or liable to maintain them and 
if she has not remarried. The allowance, which is at the same rates as for the 
children of a widowed mother, will be retained in the new scheme. 
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Industrial Injuries Benefits 

33. The only benefits of the industrial injuries scheme which will be changed 
are tliose for which there are broadly corresponding provisions under the main 
national insurance scheme— industrial injury and death benefits. No change 
will be made in industrial disablement benefit — the most important benefit of 
the scheme. This will be continued as a ‘ loss of faculty ’ benefit paid to those 
disabled by industrial accident or prescribed industrial disease, and tliere will 
be no substantial change in the associated allowances. 

34. Injury benefit- which is paid for the first six months of industrial in- 
capacity will be adjusted to take account of the new arrangements for sickness 
benefit. It is intended, however, that injury benefit will continue to be higher 
than sickness benefit. The opportunity will be taken to bring the benefit more 
closely into line with the short-term social insurance benefits of the main scheme, 
and to deal with certain aspects of ‘ over-compensation ’. 



35. The new national superannuation scheme will greatly improve pensions 
for widows. The earnings-related pension to which older widows or widowed 
mothers will become entitled would, as the scheme matures, in many cases 
exceed the flat rate of industrial widow’s pension, if this were to continue in its 
present form. There is, therefore, little place for a special pension for industrial 
widows and the Government intend that industrial widows will, as far as 
possible, rely on the pensions under the national superannuation scheme. Some 
elements of preference will, however, be retained. 

36. Details of these changes will be settled when the current consultations 
with both sides of industry have been completed. 
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PART m 



FINANCIAL IMPLICATIONS 

37. Under the existing scheme all national insurance contributions are paid 
into one Fund and all national insurance benefits are paid out of it. Under the 
new scheme, as explained in Cmnd. 3883, this single Fund will be replaced by 
two Funds, the National Superaimuation Fund and the Social Insurance Fund, 
so as to reflect the different nature of the benefits concerned and to help people 
to understand the purposes for which they are contributing. The Social In- 
surance Fund will receive the appropriate proportions of the total contributions 
paid by employers and insured persons* and the Exchequer contribution. The 
money in the Social Insurance Fund — including the appropriate proportion 
of the total reserves of the present schemes — will bring in interest which will, 
as now, help towards meeting the scheme’s expenditure. 

38. With April 1972 as the target date for starting the new scheme, substantial 
additional cost on social insurance benefits will first arise during 1973-74, when 
employed married women who have chosen not to contribute to the present 
scheme will qualify for sickness and unemployment benefit and the effect of 
the new rules for calculating the short-term social insurance benefits will first 
be felt. Thereafter, leaving aside the inevitable fluctuations due to changes in 
the levels of sickness and unemployment, there will be a steady rise in the cost 
of the benefits paid from the Social Insurance Fund, mainly because of increasing 
numbers of insured persons and the increase in the average rate of invalidity 
pension as the scheme matures. The estimated cost of the benefits for the first 
twenty years of the new scheme compared with the estimated cost of continuing 
the present benefits, is set out in the following table. 

*Cmnd. 3883 (paragraph 56) proposed that of the total contribution rate of 61 per cent 
payable by employees, 4| per cent would be for national superannuation and the remaining 
2 per cent would be for social insurance benefits, industrial injuries benefits and a contribution 
towards the National Health Service. 
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TABLE 3 

Estimate by the Government Actuary of the cost of social insurance benefits, including industrial 
injuries benefits, for present and proposed schemes (calculated at April 1969 earnings levels) 



£ million 





1973-74 


1977-78 


1982-83 


1987-88 


1992-93 


Short term sickness benefit 












Present scheme 


270 


270 


273 


278 


290 


Extra cost 


51 


63 


63 


63 


69 


Proposed scheme 


321 


333 


336 


341 


359 


Unemployment benefit 












Present scheme 


108 


110 


112 


118 


122 


Extra cost 


21 


27 


30 


32 


32 


Proposed scheme 


129 


137 


142 


150 


154 


Invalidity pension (long term 
part of sickness benefit under 
present scheme) 












Present scheme 


136 


136 


138 


142 


146 


Extra cost 


8 


35 


54 


81 


101 


Proposed scheme 


144 


171 


192 


223 


247 


Maternity benefit 












Present scheme 


47 


49 


52 


57 


60 


Extra cost 


8 


10 


11 


12 


14 


Proposed scheme 


55 


59 


63 


69 


74 


Industrial injuries benefits* . . . 


116 


117 


120 


122 


125 


Total cost of benefits 












Present scheme 


677 


682 


695 


717 


743 


Extra cost 


88 


135 


158 


188 


216 


Proposed scheme 


765 


817 


853 


905 


959 



♦These estimates are based on the cost of the present scheme excluding that part of widow’s 
benefit which will be met from the National Superannuation Fund. 



Notes: 

1. For the above estimates the rates of benefit proposed for November 1969 in the National 
Insurance (No. 2) Bill 1969 have been adjusted to their April 1969 equivalents. 

2. As in Cmnd. 3883 a long term unemployment rate of 2 per cent has been assumed. A 
variation of 0. 1 per cent in this assumed rate would alter the benefit cost by about £10m. a year. 

3. Account has been taken of the latest estimates of sickness experience (see the Govern- 
ment Actuary’s Report (Cmnd. 4074) on the National Insurance (No. 2) Bill 1969). 

4. The estimates in the Table are provisional landing the comprehensive actuarial review 
being undertaken in preparation for legislation implementing the proposals in Cmnd. 3883 
and in this V^ite Paper. Moreover no estimate can yet be included for the new attendance 
allowance. 

5. As in the estimates in Cmnd. 3883, the cost of widow’s allowance is assumed to be met 
from the National Superannuation Fund. 
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39. The Social Insurance Fund will, like the National Superannuation Fund 
be run in principle on a pay-as-you-go basis. There are, however, difficulties 
which are special to the Social Insurance Fund. Unlike the National Super- 
annuation Fund it will be particularly susceptible to short-temr fluctuations due 
to such factors as sickness epidemics, or changes in the level of unemployment. 
Therefore the rate of contribution needed to provide the Social Insurance Fund 
with an adequate working balance will necessarily be subject to more frequent 
variation than the rate required for the National Superannuation Fund. This 
is one of the reasons why it is proposed to separate the two Funds. 

40. In his Memorandum on the Government’s proposals in Cmnd. 3883 the 
Government Actuary estimated that, allowing for the ending of the married 
women’s option and the introduction of invalidity pension, the contributions 
then proposed would be sulficient to maintain a balance of income and outgo in 
the Social Insurance Fund if short-term benefits were on about their present scale ■ 
and that they would also provide contributions for industrial injuries benefits 
and towards the cost of the National Health Service at about the same level as 
then in relation to earnings. This was on the basis that the employee would 
pay 2 per cent of earnings subject to a ceiling of about I j- times national average 
earnings. The employer would contribute the same percentage of earnings but 
without a ceiling. The Exchequer would contribute to the Social Insurance 
Fund approximately the same proportion of contributions from insured persons 
and employers as at present and as is proposed for the National Superannuation 
Fund, i.e. about 18 per cent. 

41. Taking account of the improvements in benefits set out in Part II of this 
White Paper, and of the latest sickness experience, the Government Actuary 
now estimates that, to finance the benefits apart from attendance allowance as 
well as allowing for a National Health Service contribution of half a per cent 
a side, the contribution of 2 per cent of earnings from employers and employees 
might need to be increased. On present indications this increase might need 
to be about 0.2 per cent a side, but the actual rate of contributions specified in 
the legislation to be introduced in the next session of Parliament will depend 
on final decisions on the proposals for the new scheme as a whole and for the 
National Health Service contribution. The rate required when the scheme 
starts may need to be higher or lower; it will in any case have to be kept under 
review in the light, particularly, of the trends in sickness and unemployment 
experience. 
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APPENDIX 

Contributions and pensions under the national 
superannuation scheme expressed at 1969 lerels 

Cmnd. 3883 proposed that employees should contribute (for all purposes) a 
total of 6J- per cent of earnings covered by the scheme, and that the pension 
provided (when the scheme is fully mature) should be 60 per cent of earnings 
up to half the national average, plus 25 per cent of earnings between a half and 
one-and-a-half times the national average. 

Tables 2 and 3 of Cmnd. 3883 show the contributions and pensions of the 
new earnings-related scheme in terms of 1968 earnings, contribution and benefit 
levels. The following tables give comparable figures relating to 1969, making 
use of the contribution and benefit rates which will come into force in November 
1969 and of a figure of national average earnings provisionally estimated at 
£24 a week for April 1969. Accordingly the earnings ceiling of the new scheme 
is assumed to have risen from £1,700 a year (about £33 a week) to £1,900 
(about £36 a week). 



TABLE 4 

Employees’ contributions 

Total present-scheme and new-scheme contributions (including amounts for the industrial injuries 
scheme and the National Health Service) paid by employees (not contracted out) 



Level of weekly earnings 
(1) 


Present scheme 
(November 1969 rates) 
Employee’s total 
weekly contribution 
(flat-rate plus 
graduated) 

(2) 


New scheme 

Employee’s total 
contribution 
(expressed as a 
weekly rate) 
(3) 


Change in 
contributions 

(4) 


Men 


s. 


d. 


s. 


d. 


s. 


d. 


£12 (i national average) ... 


20 


9 


16 


2 


„ 4 


7 


£18 (i national average) ... 


26 


6 


24 


4 


- 2 


2 


£24 (national average) 


30 


5 


32 


5 


+ 2 


0 


£30 (li national average)... 


34 


0 


40 


6 


+ 6 


6 


£36 (1^ national average)... 


34 


0 


48 


7 


+ 14 


7 


Women 














£8 


15 


0 


10 


10 


- 4 


2 


£12 


18 


1 


16 


2 


- 1 


11 


£18 


23 


10 


24 


4 


+ 


6 


£24 


27 


9 


32 


5 


+ 4 


8 


£30 


31 


4 


40 


6 


+ 9 


2 


£36 


31 


4 


48 


7 


+ 17 


3 



The figures for women in column (2) are for those contributing under the present flat-rate 
national insurance scheme. For married women and widows who have opted not to do so 
(and who will therefore be liable only for the industrial injuries contribution of 8d. a week) 
the figures in column (2) will all be 14s. 4d. less; and 14s. 4d. therefore needs to be added to 
the figures in column (4). 
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TABLE 5 

Fully mature new-scheme pensions for a single person, illustrated at April 1969 earnings levels , 
and compared with the present-scheme pensions payable in November 1969 ’ 



Proportion of national 
average earnings achieved 
by pensioner over 
working life 

(1) 


Coi. (1) 
at 

1969 

earnings 

levels 

(2) 


Fully mature 
new-scheme 
pension at 
1969 earnings 
levels 
(3) 


Present-scheme 
pension in 
November 1969 

(4) 


i (changeover point in the pension 


£ 


£ s. 


Flat rate 
£ 


Graduated 

s. 


formula) 


12 


7 4 


5 


2 


a 


18 


8 14 


5 8 


1 (average) 


24 


10 4 


5 


11 


li 


30 


11 14 


5 


11 


1-i (the scheme’s ceiling) 


36 


13 4 


5 


11 



(a) Earnings and pensions are given in weekly rates, with earnings rounded to the nearest 
£ and pensions to the nearest shilling. 

(b) The graduated pension amounts shown in column (4) are those for a man, whose 
earnings are assumed to have remained throughout at the proportion of the national average 
shown in column (1). 
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